Federal Communications Commission

Washington, D.C. 20554 ”'%’/,{,"l

AUG 2 4 O

Mr. Ed Kasper ~a i ATE FLED T
Kasper & Creager Associates EX PARTE L5 ATEFL

6410 Southwest Blvd.

Suite 224

Fort Worth, TX 76109-8932

)
M

Dear Mr. Kasper:

Thank you for your letter to Chairman William E. Kennard regarding a line item that
has been added by your carrier to your telephone bill to recover its contributions to the
universal service support mechanisms. Chairman Kennard has asked me to respond to your
inquiry.

Long distance companies have been indirectly bearing the costs of universal service
for many years, but have only recently been assessing these costs through specific line items
on customers’ bills. [ therefore urge you to look at the bottom line on your phone bills to
determine the impact on your rates. Average long distance rates have continued to decrease.
Thus, the appearance of a separate line item attributed to universal service does not
necessarily reflect an increase in your overall cost of phone service.

On May 7, 1997, the Commission adopted an Order to implement the Federal-State
Joint Board’s recommendations on universal service as required by the Telecommunications
Act of 1996 (1996 Act). The Commission established universal service support mechanisms
that fulfill Congress’s goal, as stated in Section 254 of the 1996 Act, of ensuring that
affordable, quality telecommunications services are available to all American consumers,
including low income consumers and those located in high cost, rural, and insular areas.
Universal service support for carriers serving high cost areas and for low income consumers
has been provided for decades. In the 1996 Act, Congress expanded universal service goals
to ensure the nation’s classrooms and libraries receive access to the vast array of educational
resources that are accessible through the telecommunications network. These support
systems also will link health care providers located in rural areas to urban medical centers so
that patients living in rural America will have access, through the telecommunications
network, to the same advanced diagnostic and other medical services that are enjoyed in
urban communities.

In the 1996 Act, Congress required all telecommunications carriers that provide
interstate telecommunications services to contribute on an equitable and nondiscriminatory
basis to universal service. The Commission implemented this statutory provision by
requiring all such telecommunications carriers to contribute to the universal service support
mechanisms. Neither Congress, nor the Commission, requires such carriers to pass this
contribution on to their customers. To the contrary, carriers decide how and to what extent
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they recover their contributions. Carriers, however, may not mislead customers as to how

they recover contributions and may only recover an equitable share from any particular
customer.

The Commission is monitoring the universal service support mechanisms and their

impact on telephone ratepayers. This issue will be carefully reviewed as the support
mechanisms are administered.

Your letter has been placed in the official public record of the universal service

proceeding (CC Docket No. 96-45). 1 appreciate your interest and views on these important
1ssues.

Sincerely,

‘n ' ) ( /,/.Y"/,/’
Lisa S. Gelb
Chief
Accounting Policy Division
Common Carrier Bureau
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Dear Friend:

Thank you for contacting me regarding recent taxes imposed by the
Federal Communications Commission on your telephone bills. This tax is now
being referred to as the "E-rate" for education tax. Like yocu, I am concerned
about the actions the FCC is taking in implementing provisions of the
Telecommunications Act of 1996.

When the Act was passed in 1996, it contained provisions to provide
discounts to schools and libraries for telecommunications services, such as
internet access. In implementing these provisions, the FCC has expanded the
original intent of the universal service program by creating programs that
cost more than $2.65 billion per year. I am strongly opposed to any expansion
of the universal service program, in fact I am one of the few members who
pelieves the universal service program is no longer needed. While providing
internet access to schools and libraries at a discounted price is a worthy
goal, this should not be done by imposing taxes on the backs of consumers
through their telephone bills. The impact of these taxes will be the creation
of a new entitlement program preventing telephone rates from decreasing, which
was the original goal of the Telecommunications Act.

I can assure you that I am closely monitoring any actions the FCC is
taking on this issue. At a minimum, the FCC needs to delay the implementation
of this provision until they determine the impact any resulting tax would have
on consumers. Senate and House Leaders have communicated this message to FCC
Chairman William Xennard. If the FCC continues down the path they are on, I
believe the Congress will take the appropriate actions needed to curtail the

FCC efforts. I will support such actions.
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